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% Office of Legislative Counsel
Washington, D. C. 20505

Telephone: 351-6121 (Code 143-6121)
21 July 1972

TO: Colonel John Miller
AF/LGPLA
4C 270 Pentagon

Per our conversation, attached are the
pertinent papers having to do with Scoop
Jackson's referral of the Lao Air Develop-
ment letter. Our suggested reply is based
on an unclassified cable from USAID
Vientiane,

25X1A

Deputy Lepgislative Counsel
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nichARD . SCHEiRER, . Alnited Blafes Denafe
COMMITTEE ON ARMED SERVICES
WASHINGTON, D.C. 20510

June 26, 1972

Legislative Liaison
Department of Defense
Washington, D. C.

Dear Sir:

The enclosed is respectfully submitted to you
for every proper consideration.

Please provide me with a report in duplicate,
and return the enclosure to me with your response.

Singerely yo

'19171;-;T

Henrd M, Jacl#

HMJ :gtr
enc,
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150 ’ "@v'
The : o &"Na’t'f("“,,. “:: "..M"'h 1.
¢ NHonorublo Senstor Henry ¥, Jackson Ny o,
0Ld Benator Office BLdg, r«i') $ie e
Waghington, b, C, 7(_ )

Dear Senator Jackaon,

T presently in Laos wirking Lor wao Air Development. AU 18 & i f2coptes
fixed wing contract company whilch hag Deen in existence for aboub 16 montlzﬁ’
and is in wirect conpetition with Alr Amorica and Contimentai. /At this
point I can honestly state that in many area especially Air Support the ®
UaSe bax payor is having his monsy thrown away. An exampie Air Aierica
charges upwards of {385,00 per £lipght hour for 10 place light twin aircrafi.
Qur eompany han proposed operating a eimdilar type of alreraft at 5230.00 .
per flight hour, tho problam s that most Govormment Azoncles out noie
continue Lo exelude our proposal dup 1o the Governmental status of Alr Americ .,

Wo have for the past 12 months beon flying 8ell Jet Konger Helicopivrs for
USAYD with a record of flight reliability waequaled in our busingss,

My..l‘-wmwonbm&m_hy Jaclc_Anderson the nowspaper columnist, who is
afood friend of my uncle, eopcarning the pricing eng ALre ST L bwoen
varicus agencivs in Laow,  Preacotdy Y odon't belicve I will forwayd any
information to him as I baldeve that actlon in Washingtos will sooa seliave
the touchy situation with regards to open bidding in this particulor area,
I om albo writing a lottor to Senalor Magnuson in rogirds to thle situstion.
since he has a groat deal to do with appropriations,

Honestly -Af open bidding was 6o ftoke place in this groa the Governsunt wau.:
gave millions of tox poyer dollavs, The prices Alr Anerica hng beun chur .
iz outrageous and a diggrace to our political systea. One can any Lhat we
are also soeking a profit thouwth we cortainldy aro not making 5240 per flisna
hour as iv dir Amerdica and Conlinemtal; sonolbwssy he nat pur bowe in even
higher,  Somothing should be done For tho sake of coamwticn, 3T [ no

othor ronson. :

- ‘ Slocursiy,

-

-
7
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,,x@;c\ ,
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Gralg Joerel
,\--' 7 @ 45
'g Jarre" 5 s zalil r_"t- G LA - v,::w"-—i:l ) .

Flight Tralning

NT
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10 July 1972

MEMO FOR THE RECORD

SUBJECT: Laos Flying Hour Rates - GFY-1972

The following flying hour rates are quoted for the major AAM/USAID
flying contracts in Laos and represent the rates that were in effect
All rates  are dry with the exception of those for

during GFY-1972.

the C-46,

.TYPE
AIRCRAFT

I TransEort
C=-123K

C7A, DHC-4
C=46 :

IT Utility Twin

DHG=6 (Twin Otter)
Volpar Turbo Beech

ITI Single Engine

PC~6C -~ Porter
H-395 « Helio

IV Helicopters

UH-34D
S-58T

Bell 204
Bell 205
Hughes 500

As can be seen, there are no

capacity)

(1) Maximum rate is based on the minimum number of flying hours

CONTRACT 439-342'

Maximum Minimum '.

Rate (1) Rate (2).
$150.00 $126.00
158.00 122.00
(wet) 295.00 295.00
259.00 167.00
256.00 117.00
- 162.00 124.00
145:00 113.00
261.00 203.00
225,00

273.00

guaranteed to AAM under this contract

CONTRACT 439-713

Maximum Minimum
Rate Rate _
$259.00 $167.00
201.00 170.00
138.00 116.00
261.00 203.00
273.00 225.00
180.00 136.00

rates on the above schedules that even come
close to the '$385.00 per flight hour for 10 place light twin aircraft"
cited in Mr. Jarrell's letter of 12 June 1972.
we offer in the light twin category are the Volpar Turbo Beech (9 pax
in the $117 to 259 per flight hour range and the DHC-6 Twin
Otter (20 pax capacity) in the $167.00 to $259.00 per flight hour range.

In fact, the only aircraft

(2)  Minimum rate is a de-escalated rate based on the maximum n&%&%¥”ﬂTL
of flying hours AAM may be called on to provide under this

contract

‘Approved For Release 2006/09/25 : C
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Only proposal received USAID from LAD for 10 place light twin
engine aircraft was letter dated 13 June 1972 (one day after Jarrell
letter to Senator Jackson) offering Cessna 402 at $225 wet wing
per flight hour based on 100 hour monthly usage. USAID need for
administrative aircraft fully met by Volpar which apparently the
Air America 10 place light twin aircraft mentioned in Jarrell's
letter,

We fail understand figure of $385 per flight hour cited by Jarrell

as Air America charge for this aircraft. Under contract AID 439-342,
which expired 30 June, USAID paid Air America monthly price of
$18, 000 for 65 flying hours ($277 per flight hour) with contractor
furnishing pol, and $137 for every wet wing flight hour over 65 in

any given month. Had we needed Volpar for 100 hours per month,

Air America hourly price would have been $228, In fact, since
USAID barely reached 65 hour minimum guarantee, LAD's 100 hour
monthly requirement was beyond USAID needs. Were LAD to propose
65 hour monthly usage minimum, their price for such contract would
have to have been increased to equal, but possible exceed that of

Air America,

At point of receipt LAD's Cessna proposition, USAID was obviously
cognizant impending air contract consolidation wherein USAID Volpar
use would become unit in fleet of four with probable reduction in
flying hour rate.

While final contract 0002 prices await October negotiations, we
note that contractor has agreed to dry wing hourly interim billing
rate for Volpar of $202 up to 90 hour monthly minimum per aircraft
and $111 for over-minimum hours.

Approved For Release 2006/09/25 : CIA-RDP74B00415R000300210013-8
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I« RF PARA 2 REFTEL FOLLOWING FACTS MAY BE HELPFULS
IN PREPARING OR FOLLOWING Up ON RFaPOth T0 SFNATUR
JACKSUNo ‘

2+ ONLY PROPOSAL RECEIVFD USAID FROM LLAD FOR |0
PLACE LIGHT TWIN ENGINE AIRCRAFT WAS LETTER DATED
13 JUN 1972 (ONE DAY AFTER JARRELLLETTER TO :
SENATOR JACKSON) OFFERING CESHNA 402 AT 6225 WET WIt C
PER FLIGHT HOUR mASED ON 184 HQUR MONTHLY USAGE.
USAID NEED FaR APMINISTRATIVE AIRCRAFT FULLY MET

BY VOLPAR WHICH APPARENTLY THE AIR AUERICA 1g PLACE
LIGHT TWIN AIRCRAFT MENTIONED IM JARRELL'S LETTER.

3e WE FAIL UNDERSTAND FIGURE OF 4385 PER FLIGHT HOUR
CITER BY JARRELL AS Affr AMERICA CHARGE FOR THIS
AIRCRAFTe UNDER CONTRACY AID 439342, WHICH FUPIRED
30 JUNEs USAID PAID axn atEa iy HORTHLY PRICFE OF
C918se00 FOR gh FLYING UNURS (8277 PER FLIGHT HOURY
WITH CONTRACTOR gFURLIZOMING 500 ARD 5137 FOR EVERY
WET WING FLIGHT HOUR DVFR &8 IN ANY GIVEN MONTHo
HAD WE NEEDED VOLPAR FpR 120 HOURS PER MONTH, AIR
AMERTCA HOURLY PRICE WOULD HAVE BEEN #2228, IN FAGTS ,
STINCE UBAID HARELY RpEACHEDR £5 WOUR MINIMUM GUARANTEE.
LAD'S 180 U7 wev i)y REQUIREMENT WAS BEYONP USAID
- NEEDS. WeRe (AD TG PRGPESE €5 HNUR “ONTHLY UaAGF

UNCLASSTFIED
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MINIMUM, THEIR PRICE FOor SUrd CONTRACT HOULD HAVE
10 HaAVE BEEN INCREASEOD T0 EnUALs BUT POSSIBLE EXCEED .
{HAT OF AIR \MERICA«

4 AT POINT 0F RECEIPT LADtS CESSNA PROPOSITION, USALID
WAS OBVIOUSLY COGNIZART IMPENDING AIR CONTRACT CON-
sOLIDATION WHEREIN USAIN VOoLRAR USE WoULD BECAME

'UNIT IN FLEET OF FOUR WITH PROBABLE REDUCTION

CIN FLYING HOUR RATE.

Ge WHILE FINAL CONTRAST @VE@P PRICES AMALT OCTOHIR
'NEGOTIATIONS, WE NOTe THAT ¢ONTRACTAR MAS AGREED
'TO DRY WINE WOURLY iWTestie nILLING RATE FOR vOLP AR
OF $202 UT TD 92 HOUR NMONTHLY MINIMUM FER AIRCRAFT
CAND $H1] FOR OVER=MINIMUM HOURS.

6+ HOPE THERE FACTS WILL BE USEFUL . \

STEARNS \

UNCLAQSIF’ LD
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Senator Jackson GLC 20 July 1972

Mr, D. Craig Jarrell

Director of Flight Training

LLAO Air Development

P.O. Box 233

Wattay Airport

Vientiane, IL.aos

Dear Mr. Jarrell:

~When I received your letter of 12 June 1972 regarding your
_company's proposals for operating aircraft in Laos and your concern that
’?Air America is being given some type of preferential treatment, I looked
into the matter closely.
T am advised that the only proposal which USAID received from
your company for a 10 place light twin engine aircraft was contained in a
letter written the day after you wrote to me offering a Cessna 402 at $225
wet wing per flight hour based on 100 hour monthly usage. The 100 hour
monthly requirement was beyond USAID's needs. It is my understanding
that USAID's need for administrative aircraft were fully met by the use
of Air America's Volpar aircraft which apparently is the plane mentioned in
your letter.
Officials I have contacted are unable to unde.rstand the figure of

$385 per flight hour quoted in your letter as the Air America charge for

this aircraft. Under contract AID 439-342, which expired on 30 June 1972,

TUSAID paid Air America a monthly price of $18, 000 for 65 flying hours

Approved For Release 2006/09/25 : CIA-RDP74B00415R000300210013-8
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($277 per flight hour) with the contractor furnishing pol, and $137 for every
wet wing flight hour over 65 in any given month. If the Volpar aircraft had
been needed for 100 hours per month Air America's hourly price would have
been $229. In fact, USAID's requirements barely reached the 65 hour
minimum guarantee. It is assumed that a proposal from Lao Air Develop-
ment based on 65 hour monthly usage minimum would equal or exceed the
Air America price.

I understand .tha.t air contract consolidation is contemplated and final
contract prices are awaiting October negotiations. If there is anything |
further that you would like me to look into in that connection, please let

me know.
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July 18, 1972

25X1A I |
CIA
DDP/FE

Attached for your information are two versions
of press guidance we've done recently on Lao
Air Development's charge that Air America
charges an excessive rate for a "1l0-place light
twin aircraft." (See cable details in State
123810 and Vientiane 5286, both of which you
have.)

The lengthier version of the guidance is the
one I cleared with you on July 14; it was not
used, since there were no questions asked
about it at the noon press briefing. The
shorter version was done for the July 17 noon
briefing, at which there also were no questions

about 1it.
R. Téiggggn

Office of Laos Affairs
A.I.D.

X 1¢1-29¢3%
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SUGGESTED GUIDANCE FOR PNESS BRIEFING JULY 14, 1972

(To be used only on "IF ASKED" basis)

R )
1. OQuestion: I've heard that the AID Mission in Laos contracts with

Air America at $380.00 per flight hour for a 1l0-place, twin engine
airplane that another ﬁ.S. airliné has offereé.to provide a similar
version of for $225.00 per flight hour. TIf this is true, why is the
USG paying more than half again as much as it needs to for this plane?
| Ansver: USAID/Laos contracts with Air America for a number of
aircraft, including one known as a 'Volpar', which I believe is the one
you are referring to. I don't know where the $380 per flight hour
figure comes from, because in FY 1972 USAID's contract cost was only
5277 per flight hour for a minimum 65 flying hours per month. The
cost would have been $137 for every flight hour over 65 in any given
month. Thus, 1f USAID had needed: the plane for, say, 100 flying hours
-~ per month, the cost would have a;eraged $228 per flying hour. Im fact,
however, USAID barely reached the 65 hour minimum guarantee.

The other "U.S. airline” you refer to is Lao Air Development, 49%
U.S. and 517 Lao owned, which contracts helicopters to USAID. This
company on June 13, 1972 offered to USAID a plane similar to the Volpar
for $225 per fiying hour based on a minimum 100 hours monthly usace,
which as I have said is beyond USAID needs. If LAD were to propose a
65 hour monthly usage minimum, thelr price for such a contract would
have to be increased to equal, and possibly exceed, that of Air America.

The USAID contract with Air America has recently been extended for

several month{while the U.S. Mission In Laos 1s In the process of
Approved For Release 2006/09/25 : CIA-RDP74B00415R000300210013-8
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Page 2

"SUGGESTED GUIDANCE FOR PRESS BRIEFING (7/14/72)

consolidating its ailr comtracts, in which case the USAID Volpar will

become one unit in a fleet of four with apossible reduction in the

flying hour rate. Final nepgotiations are expected around October.

Meanwhile, the contractor has agreed to am hourly interim rate for

each of the fo¥d Volpars of $202 for 90 hour monthly minimum and $111

for over-minimum hours, which wpuld average $193 per monthly flying hourFoe /00 Hog s

Thus even if USAID continues to use only 65 flying hours per month, it

will realize savings of about $4,900 per month from what it was paying

Alyr America, and will still pay $1,500 per month less than LAD's proposed

cost.

2. Question: Will other airlines be permitted to bid on the contracts you

are preparing to consolidate and negotiate?

Answer: Yes. However, in making its selection the U.S. Mission must take
~into account, besides the prices'offered, such factors as types and suilta-

bility of aircraft offered; the experience of personnel offered; and the

ability of the bidder to perform the services offered. These factors,

of coutrse, are important in any air services contracting, and they are

especially critical under the conditions in which air services must be

provided in Lads.

Clearances:

25X1A CIAL__ [phone)
DOD/ISA:CCook(phone)
SA/L:HALevin
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SUGGESTID GUIDANCE _FOR PRESS BRIEFING JULY 17, 1972

(To be used only on"IF ASKED" basis)

Question: I've heard that the AID Mission in Laos contracts with Alr
o

- America @ $380 per flight hour for a l0-place, twin engine "Volpar"

airplane that another U.S. airline has offered to provide a comparable
version of for $225 per hour. I've also heard that the Mission has
exéluded from consideration the lower offer. Will you please comment
on this?
Answver: With regard to the first part of your question, Laos Air
Development, a 49% US— and 517 Lao-owned company providing helicopter
services to USAID/Lacs, has recently offered a Cessna 402 @ $225 per
hour for a minimum 100 flying hours per month. Alr Awerica's "Volpar",
calculated at the same monthly rate, 1s $228.

With regard to the second part, the LAD offer was just rececived
on July 13 and T don't know that it has been excluded from consideration.
I can say, however, that in considering proposals and bids for flying
serviceg, the Missioé must take into account not only the price offered,
but also such factors as types and sultabllity of aircraft offered, the
experience of personnel offered (including management, pllots, and ground
crews), and the ability of the bidder to perform the services offered.

v

These factors, important in any alr services contracting, are especially

b ot

critical under the conditions in which ailr services must be provided in

Laos/

Clear: CIA[:::::::]
DOD/SA:CCook
EA/LC:MPratt

SA/L:UALevin
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